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200. TAXATION

The financing pattern of the State laws is influenced by the Federxal
Unemployment Tax Act, since employers may credit toward the Federal payroll tax the
State contributions which they pay under an approved State law. They may credit also
any savings on the State tax under an approved experience-rating plan. There is no
Federal tax levied against employees.

The increase in the Federal payroll tax from 3.0 percent to 3.1 percent,
effective January 1, 1961, and from 3.1 percent to 3.2 percent, effective
January 1, 1970, did not change the base for computing the credit allowed employers
for their contributions under approved State laws, The total credit continues
to be limited to 90 percent of 3.0 percent, exactly as it was prior to these
increases in the Federal payroll tax.

205 Source oF Funps . .

All the States finance unemployment benefits mainly by contributions from
subject employers on the wages of their covered workers; in addition, three States
collect employee contributions. The funds collected are held for the States in
the unemployment trust fund in the U.S. Treasury, and interest is credited to
the State accounts. Money is drawn from this fund to pay benefits or to refund
contributions erroneously paid.

States with depleted reserves may, under specified conditions, cbtain advances
from the Federal unemployment account to finance benefit payments, If the required
amount is not restored by November 10 of a specified taxable year, the allowable
credit against the Federal tax for that year is decreased in accordance with the
provisions of section 3302{c) of the Federal Unemployment Tax Act.

205.01 BEmployer contributions.--In most States the standard rater-the rate
required of employers until they are qualified for a rate based on thafr experience--
is 2.7 percent, the maximum allowable credit against the Federal tax. Similarly,
in most States, the employer's contribution, like the Federal tax, is based on the
first $4,200 paid to (or earned by) a worker within a calendar year. Deviations
from this pattern are shown in Table 200.

Most States follow the Federal pattern in excluding from taxable wages payment
by the employer of the employees' tax for Federal cld-age and survivors insurance,
and payments from or to certain special benefit funds for employees.  Unéer the
.State laws, wages include the cash value of remuneration paid in any medium other
than cash and, in many States, gratuities received in the course of employment
from other than the regular employer.

t

In every State an employer is subject to certain interest or penalty payments
for delay or default in payment of contributions, and usually incurs penalties
for failure or delinquency in making reports. In addition, the State administrative
agencies have legal recourse to collect contributions, usually invelving jecpardy
assegsments, levies, judgments, liens, and civil suits.

The employer who has overpaid is entitled to a refund in every State. Such

refunds may be made within time limits ranging from 1 to 6 years; in a few States
no limit is specified.
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205,02 Standard rates.--The standard rate of contributions under all but nine
State laws is 2.7 percent. In New Jersey, the standard rate is 2.8 percent; Puerto
Rico, 2.9 percent; Hawaii, Ohio, and Nevada, 3.0; Montana, 3.1; and North Dakota, 4.2.
In Nevada the 3.0 percent rate applies only tc unrated employers. In Idaho the
standard rate is 2.7 percent if the ratio of the unemployment fund, as of the computa-
tion date, to the total payroll for the fiscal year is 4.25 percent or more; when the
ratio falls below this point, the standard rate is 2.9 percent and, at specified
lower ratios, 3.1 or 3.3 percent. Kansas has no standard contribution rate, although
employers not eligible for an experience rate, and not considered as newly covered,
pay at the maximum rate.

While, in general, new and newly-covered employers pay the standard rate until
they meet the requirements for experience rating, in some States they may pay a
lower rate (Table 201) while in six other States they may pay a higher rate because pf
provisions requiring all employers to pay an additional contribution. In Wisconsin
an additional rate of 1.3 percent will be required of a new employer if the account
becomes overdrawn grid the payroll is $20,000 or more. In addition, a solvency rate
(determined by the fund's treasurer} may be added for a new employer with a 4.0
percent rate {Table 205, footnote 12). In the other five States, the additional
contribution provisions are applied when fund levels reach specified points or to
restore to the fund amounts expended for noncharged or ineffectively charged benefits.
Ineffectively charged bhenefits include those paid and charged to inactive and ter-
minated accounts and those paid and charged to an employer's experience rating
account after the previously charged benefits to the account were sufficient to
qualify the employer for the maximum contribution rate. See section 235 for non-
charging of benefits. The maximum total rate that would be required of new or
newly-covered employers under these provisions is 3.2 percent in Missouri; 3.5 percent
in Chio; 3.7 percent in New York; and 4.2 percent in Delaware. No maximum rate is
specified for new employers in Wyoming.

205.03 Tarable wage base.--Only a few States have adopted a higher tax base
than that provided in the Federal Unemployment Tax Act. In these States an employer
pays a tax on wages paid to (or earned by) each worker within a calendar year up to
the amount specified in Table 200. In Puerto Rico the tax is levied on the total
amount of a worker's wages. In addition, most of the States provide an automatic
adjustment of the wage base if the Federal law is amended to apply to a higher wage
base than that specified under State law (Table 200).

205.04 Employee comtributione.--Only Alabama, Alaska, and New Jersey collect
employee contributions and of the nine States® that formerly collected such contribu-
tions, only Alabama and New Jersey do so now. In Alabama the tax is on the first
$4,200 received from one or more employers in a calendar year, in New Jersey on the
first $4,800, and in Alagka on the first $10,000. Employee contributions are deducted
by the employer fram the workers' pay and sent with the employer's own contribution
to the State agency. 1In Alabama and New Jersey employees pay contributions of
0.5 percent. However, in Alabama employees pay contributions only when the fund
is below the minimum normal amount; otherwise, they are not liable for contributions.
In Alaska employee contribution rates vary from 0.3 percent to 0.8 percent,
depending on the rate schedule in effect.

305.05 Finaneing of admintstration.--The Social Security Act undertook to assure
adequate provisions for administering the unemployment insurance program in
all States by authorizing Federal grants to States to meet the total cost of
"proper and efficient administration" of approved State unemployment insurance laws.

E/Ala., Calif,, Ind., Ky., La., Mass., N.H., N.J., and R.I.
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Thus, the States have not had to collect any tax from employers or to make any
appropriations from general State revenues for the administration of the employment
security program which includes the unemployment insurance program.

Receipts from the residual Federal unemployment tax--0.3 percent of taxable
- wages through calendar year 1960, 0.4 percent through calendar year 1969, and 0.5
thereafter--are automatically appropriated and credited to the employment security
administration account--one of three accounts--in the Federal Unemployment Trust
Fund. Congress appropriates annually from the administration account the funds
necessary for administering the Federal-State employment security program. A second
account is the Federal unemployment account. Funds in this account are available
to the State for non-interest bearing repayable advances to States with low reserves
with which to pay benefits, A third account--the extended unemployment compensa-
tion account--is used to reimburse the States for the Federal share of Federal-State
extended benefits.

On June 30 of each year the net balance and the excess in the employment security
administration account are determined. Under P.L. 91-373, enacted in 1970, no
transfer from the administration account to other accounts is made until the amount
in that account is equal to 40 percent of the amount appropriated by the Congress
for the figcal year for which the excess is determined. Transfers to the extended
unemployment compensation account from the employment security administration
account are egual to one-tenth (before April 1972, one-fifth) of the net monthly
collections. After June 30, 1972, the maximum fund balance in the extended
unemployment compensation account will be the greater of $750 million or 0.125 percent
of total wages in covered employment for the preceding calendar year. At the end
of the fiscal year, any excess not retained in the administration account or not
transferred to the extended unemployment compensation account is used first to increase
the Federal unemployment account to the greater of $550 million or 0.125 percent of
total wages in covered employment for the preceding calendar year. Thereafter, except
as necessary to maintain legal maximum balances in these three accounts, excess tax
collections are to be allocated to the accounts of the States in the Unemployment
Trust Fund in the same proportion that their covered payrolls bear to the aggregate
covered payrolls of all States.

The sums allocated to States’ Trust accounts are to be generally available for
benefit purposes, Under specified conditions a State may, however, through a special
appropriation act of its legislature, utilize the allocated sums to supplement
Federal administrative grants in financing its operation. Forty-five‘ States have
amended their unemployment insurance laws to permit use of some of such sums for
administrative purposes, and most States have appropriated funds for buildings,
supplies, and other administrative expensés.

205.06 Special State fhnds.—-Forty-fiveg States have set up special administrative
funds, made up usually of interest on delinguent contributions, fines and penalties,
to meet special needs., The most usual statement of purpose includes one or more
of these three items: (1} to cover expenditures for which Federal funds have been
requested but not yet recéived, subject to repayment to the fund; (2) to pay costs of
administration found hot to be properly chargeable against funds cbtained from
Federal sources; and (3) to replace funds lost or improperly expended for purposes
cother than, or in amounts in excess of, those found necessary for proper administration,

17411 States except Del., D.C., Ill., N.C., Okla., P.R., and S.Dsk.
E/All States except Hawaii, Minn., Miss., Mont., N.Dak., Okla., and R.I.
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A few of thesge States provide for the use of such funds for the purchase of land and
erection of bhuildings for agency use, and North Carolina, for enlargement, extension,
repairs or improvement of buildings. In New York the fund may be used to finance
training, subsistence, and transportation allowances for individuals receiving
approved training. In Puerto Rico the fund may be used to pay benefits to workers
who have partial earnings in exempt employment. In some States the fund is limited;
when it exceeds a specified sum ($1,000 to $251,000) the excess is transferred to
the unemployment compensaticon fund o¥, in one State, to the general fund.

210 Type oF FUND

The firgt State system of unemployment insurance in this country (Wisconsin)
set up a separate reserve for each employer. To this reserve were credited the
contributions of the employer and from it were paid benefitg to the employees so
long as the account had a credit balance. Most of the States enacted "pooled-fund"
laws on the theory that the risk of unemployment should be spread among all employers
and that workers should receive benefits regardless of the balance of the contribu-
tions paid by the individual employer and the benefits pald to such workers. All
States now have pocled unemployment funds.

215 ExPErRIENCE RATING

All gtate laws, except Puerto Rico, have in effect some system of experience
rating by which individual employers' contribution rates are varied from the
standard rate on the basis of their experience with the risk of unemployment.

215.01. Federal requirements for experience rating.--State experience-rating
provisions have developed on the basis of the additional credit provisions of the
Social Security Act, now the Federal Unemployment Tax Act, as amended. The Federal
law allows employers additional credit for a lowered rate of contribution if the
rates were based on not less than 3 years of "experience with respect to unemployment
or other factors bearing a direct relation to unemployment risk." This requirement
was modified by amendment in 1954 which authorized the States to extend experience-
rating tax reductions to new and newly covered employers after they have had at
least 1 year of such experience. The requirement was further modified by the 1970
amendments which permitted the States to allow a reduced rate (but not less than
one percent) on a "reasonable basis".

215.02 State requirements for experience rating.--In most States 3 years of
experience with unemployment means more than 3 years of coverage and contribution
experience. Factors affecting the time required to become a "qualified" employer
include (1) the coverage provisions of the State law {"at any time” vs. 20 weeks;
Table 100}; (2} in States using benefits or benefit derivatives in the experience-
rating formula, the type of base period and benefit year and the lag between these
two periods, which determine how soon a new emplover may be charged for benefits;
(3) the type of formula used for rate determinations; and (4) the length of the
period between the date ags of which rate computations are made and the effective
date for rates.

220 TypPes oF FoRMULAS FOR EXPERIENCE RATING

Under the general Federal requirements, the experience-rating provisions of
State laws vary greatly, and the number of variations increases with each legislative
year., The most significant variations grow out of differences in the formulas used
for rate determinations. The factor used to measure experience with unemployment is the
basic variable which makes it possible to establish the relative incidence of
unemployment among the workers of different employers. Differencesin such experience
represent the major justification for differences in tax rates, either to provide an

2-4  (January 1975)



A

C TAXATION

incentive for stabilization of unemployment or to allocate the cost of unemployment.
At present there are five distinct systems, usually identified as reserve-ratio,
benefit-ratio, benefit-wage-ratio, compensable-separations, and payroll-decline
formulas. A few States have combinations of the systems.

In spite of significant differences, all systems have certain common
characteristics. All formulas are devised to establish the relative experience of -
individual employers with unemployment or with benefit costs. To this end, all have
factors for measuring each employer's experience with unemployment or henefit
expenditures, and all compare this experience with a measure of exposure--usually
payrolls--to establish the relative experience of large and small employers.
However, the five systems differ greatly in the construction of the formulas, in
the factors used to measure experience and the methods of measurement, in the mmber
of years over which the experience is recorded, in the presence or absence of other
factors, and in the relative weight given the various factors in the final assignment
of rates.

220,01 Reperve-ratio formula.--The reserve ratio was the earliest of the

experience-rating formulas and continues to be the most popular. It is now used
in 32 States (Table 200). The system is essentially cost accounting. On each
employer's record are entered the amount of his payrell, his contributions, and
the benefits paid to his workers. The benefits are subtracted from the contributions,
and the resulting balance is divided by the payroll to determine the size of the
balance in terms of the potential liability for benefits inherent in wage payments.
The balance carried forward each year under the reserve-ratio plan is ordinarily the
difference between the employer's total contributions and the total benefits received
by his workers since the law became effective. In the District of Columbia, Idaho,
and Louisiana, contributions and benefits are limited to those since a certain date
in 1939, 1940, or 1941, and in Rhode Island they are limited to those since

" October 1, 1958, In Missouri they may be limited to the Jast 5 years if that works
to an employer's advantage. In New Hampshire an employer whose rate is determined
to be 3.5 percent or over may make an irrevocable election to have his rate computed
thereafter on the basis of his 5 most recent years of experience. However, his new
rate may not be less than 2.7 percent except for uniform rate reduction based on
the fund balance. Michigan excludes the year 1938 and a specified portion of henefits
for the year ended September 30, 1946 (Table 202}.

The payroll used to measure the reserves is ordinarily the last 3 years but
Massachusetts, Michigan, New York, South Carolina, Tennessee, and Wisconsin figure
reserves on the last year's payrolls only. Tdaho and Nebraska use 4 years.

Arkansas gives the employer the advantage of the lesser of the average 3- or S-year
payroll, ox, at his option, the last year's payrcll. Fhode Island uses the last year's
payroll or the average of the last 3 years, whichever is lesser. HNew Jersey protects
the fund by using the higher of the average 3- or 5-year payroll.

The employer must accumulate and maintain a specified reserve before his rate
is reduced; then rates are assigned according to a schedule of rates for specified
ranges of reserve ratios; the higher the ratio, the lower the rate. The formula is
degigned to make sure that no employer will he granted a rate reduction unless over
the years he contributes more to the fund than his workers draw in benefits. B&Also,
fluctuations in the State fund balance affect the rate that an employer will pay for
a given reserve; an increase in the State fund may signal the application of an
alternate tax rate schedule in which a lower rate is assigned for a given reserve
and, conversely, a decrease in the fund balance may signal the application of an
alternate tax schedule which reguires a higher rate.
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220.02 Benefit-ratio formulda.--The benefit-ratioc formula also uses benefits
as the measure of experience, but eliminates contributions from the formula and
relates bhenefits directly to payreclls. The ratio of benefits to payrolls is the
index for rate variation. The theory is that, if each employer pays a rate which
approximates .his benefit ratic, the program will be adegquately financed. Rates
are further varied by the inclusion in the formulas of three or more schedules,
effective at specified levels of the State fund in terms of dellar amounts or a
Proportion of payrells or fqnd'adequacy percentage, In Florida and Wyoming an
employer’'s benefit ratio becomes his contribution rate after it has been adjusted to
reflect noncharged henefits and balance of fund. The adjustment in Florida also
considers excess paymentsS. In Pennsylvania rates are determined on the basis of three
factors - funding, experience, and State adjustment. In Mississippi rates are also
based on the sum of three factorsS: the employer's experience rate; a State rate to
recover noncharged or ineffectively charged benefits; and an adjustment rate to
recover fund benefit costs not otherwise recoverable. In Texas rates are based on a
State replenishment ratic in addition to the employer's benefit ratio.

Unlike the reserve ratio, the benefit-ratic system is geared to short-term
experience. Only the benefits paid in the most recent 3 years are used in the
determination of the benefit ratios (Table 202).

220.03 Benefit-wage-ratio formula.--The benefit-wage formula is radically
different. It makes no attempt to measure all benefits paid to the workers of
individual employers. The relative experience of employers is measured by the
separations of workers which resuit in benefit payments, but the duration of their
benefits is not a factor.. The separations, weighted with the wages earned by
the workers with each base-period employer, are recorded on each employer's experience-
rating record as benefit wages. Only one separation per beneficiary per benefit
year is recorded for any one emplover, but the charging of any benefit wages has been
postponed until benefits have been paid in the State specified: in Oklahoma until
payment is made for the second week of unemployment; in Alabama, Illinois and
Virginia, until the benefits paid equal three times the weekly benefit amount. The
index which is used to esctablish the relative experience of employers is the proportion
of each employer's payroll which is paid to those of his workers who become unemployed
and receive benefits; i.e., the ratio of his benefit wages to his total taxable wages.

The formula is designed to assess variable rates which will raise the equivalent
of the total amount paid out as benefits, The percentage relationship between total
benefit payments and total benefit wages in the State during 3 years is determined.
This ratio, known as the State experience factor, means that, on the average, the
workers who drew benefits received a certain amount of benefits for each dollar of
benefit wages paid and the same' amount of taxes per dollar of benefit wages is needed
to replenish the fund. The total amount to be raised is distributed among employers
in accordance with their benefit-~wage ratios; the higher the ratio, the higher the
rate.

Individual employer's rates are determined by multiplying the employer's
experience factor by the State experience factor. The multiplication is facilitated
by a table which assigns rates which are the same as, oxr slightly more than, the
product of the employer's benefit-wage ratio and the State factor. The range of the
rates is, however, limited by a minimum and maximum. The minimum and the rounding up-
ward of some rates tend to increase the amount which would be raised if the plan were
affected without the table; the maximum, however, decreases the incqme‘from‘employers
who would otherwise have paid higher rates.

220,04 Compensable-separations formula.--Like the States with benefit-wage
formulas, Connecticut uses compensable separations as a measure of employer's
experience with unemployment. B2 worker's separation is weighted by his weekly benefit
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amount, and that amount is cntered on the employer's experience-rating record.

The agygregate payroll for 3 years is then divided by the sum of the entries over
the 3 years to estublish the employer's indéx. For employers who have been
subject to the law for at least 1 year but less than 3 years, the payroll and
entries for the period of subjectivity are used to establish the merit-rating index.
Bffective with benefit years starting on or after January 5, 1975, charges to
cemployers' accounts will be made under a benefit-ratio formula. Until that

time, merit rating under the compensable-separations formula is converted to a
benefit ratio and the employer's rate determined under a benefit-ratio schedule.

In addition to the regular schedule, a fund-balance schedule adjusts all employers'
rates, cither higher or lower, depending upon the balance in the fund.

220.05 Payroll variation plon.--The payroll variation plan is independent
of benefit payments to individual workers; neither benefits nor any benefit
derivatives are used to measure unemployment. Experience with unemployment is
measured by the decline in an employer's payroll from quarter to quarter or from
year to year. The declines are expressed as a percentage of payrolls in the preceding
period, so that experience of employers with large and small payrolls may be
comparced. If the payroll shows no decrease or only a small percentage decrease over
a given period, the employer will be eligible for the largest proportional reductions.

Alaska measures the stability of payrolls from guarter to guarter over a
3-year period; the changes reflect changes in general business activity and also
seasonal or irregular declines in employment. Washington measures the last 3 years'
annual payrolls on the theory that over a period of time the greatest drains on
the fund result from declines in general business activity.

Utah measures the stability of both annual and quarterly payrolls and, as a
third factor, the duration of liability for contributions, commonly called the
age factor. Employers are given additional points if they have paid contributions
over a pericd of years because of the unemployment which may result from the high
business mortality which often characterizes new businegsses. Montana also has
three factors: annual declines, age, and a ratio of benefits to contributions;
no reduced rate is allowed to an employer whose last 3-year benefit payments have
exceeded contributions.

The payroll variation plans use a variety of methods for reducing rates. Alaska
arrays employers according to their average quarterly decline gquotients and groups
them on the basis of cumulative payrolls in 10 classes for which rates are specified
in a schedule. Montana classifies employers in 14 classes and assigns rates
designed to yield a specified percent of payrolls varying with the fund balance.

In Utah, employers are grouped in 10 classes according to their combined
experience factors and rates are assigned from 1 to 10 rate schedules. Washington
determines the surplus reserves as specified in the law and distributes the surplus
in the form of credit certificates applicable to the employer's next year's tax
(Table 205). The amount of credit depends on the points assigned to each employer
on the basis of the sum of the average annual decrease quotient and the benefit
ratio. These credit certificates reduce the amount rather than the rate of tax;
their influence on the rate depends on the amount of the next year's payrolls.

225 TRANSFER OF EMPLOYERS’ EXPERIENCE

Because of Federal requirements, no rate can be granted based on experience
unless the agency has at least a l-year record of the employer's experience with the
factors used to measure unemployment. Without such a record there would be no basis
for rate determination. For this reason all State laws specify the conditions under
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which the experience record of a predecessor employer may be transferred to an
employer who, through purchase or otherwise, acquires the predecessor's business.

In some States (Table 203) the authorization for transfer of the record is limited

to total transfers; i.e., the record may be transferred only.if a single successor
employer acquires the predecessor's organization, trade, or business and substantially
all its assets. In the other States the provisions authorize partial as well as

total transfers; in these States, if only a portion of a business is acquired by any
one successor, that part of the predecessor's record which pertains to the acquired
portion of the business may be transferred to the successor.

Tn most States the transfer of the record in cases of total transfer automatically
follows whenever all or substantially all of a business is transferred. In the
remaining States the transfer is not made unless the employers concerned request it,

Under most of the laws, transfers are made whether the acquisition is the result
of reorganization, purchage, inheritance, receivership, or any other cause,
Delaware, however, permits transfer of the experience record to a successor only
when there is substantial continuity of ownership and management, and Cclorado permits
such transfer only if 50 percent or more of the management alsc is transferred.

Some States condition the transfer of the record on what happens to the business
after it is acquired by the successor. For example, in some States there can be no
transfer if the enterprise acquired is not continued (Table 203); in 3 of these
States {District of Columbia, Massachusetts, and Wisconsin) the succesgsor must
employ substantially the same workers. In 21 States! successor employers must assume
liability for the predecessor's unpaid contributions, although in the District of
Columbia, Massachusetts, and Wisconsin, successor employers are only secondarily
liable.

Most States establish by statute or regulation the rate to be assigned the
successor employer from the date of the transfer to the end of the rate year in which
the transfer occurs. The rate assignments vary with the status of the successor
employer prior te the acguisition of the predecessor's business. Over half the
States provide that an employer who has a rate based on experience with unem-
ployment shall continue to pay that rate for the remainder of the rate year; the

others, that a new rate be assigned based on the employer's own record combined with
the acquired record (Table 203}.

230 DiFFerENCES IN CHARGING METHODS

Various methods are used to identify the employer who will be charged with
benefits when a worker becomes unemployed and draws benefits. Except in the case
of very temporary or partial unemployment, compensated unemployment occurs after a
worker-employer relationship has been broken. Therefore, the laws indicate in some
detail which one or more of the former employers should be charged with the claimant's
benefits. In the reserve-ratio and benefit-~ratio States, it is the claimant's
benefits that are charged; in the benefit-wage States; the benefit wages; in the
compensable-separation State, the weekly benefit amount of separated employees.
There is, of course, no charging of benefits in the payroll-decline systems.

In most States the maximum amount of benefits to be charged is the maximum
amount for which any claimant is eligible under the State law. In Arkansas,
California, Colorado, Michigan, and Oregon, an employer who willfully submits false

A/Arkansas, California, District of Columbia, Idaho, Illineis, Indiana, Rentucky,
Maine, Massachusetts, Michigan, Minnesota, Missouri, Nebraska, New Hampshire, New
Mexico, Ohio, Oklahoma, South Carolina, Virginia, West Virginia, and Wisconsin.
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information on a benefit claim to evade charges is penalized: 1In Arkansas, by
charging the employer's account with twice the claimant's maximum potential benefits;
in California and Orcgon, with 2 to 10 times the claimant's weekly benefit amount;

in Colorado, with 1-1/2 times the amount of benefits due during the delay caused

by the false statement and all of the bencfits paid to the claimant during the
remainder of the benefit year; and in Michigan by a forfeiture to the Commission

of an amount equal to the total benefits which are or would he allowed the claimant.

In the States with benefit-wage-ratic formulas, the maximum amount of benefit
wages charged is usually the amount of wages required for maximum annual benefits;
in Alabama and Delaware, the maximum taxable wages.

230.01 Charging most recent employers.--In four States, Maine, New Hampshire,
South Caroclina, and West Virginia, with a reserve-ratio system, Vermont with a
benefit ratio, Virginia with a benefit-wage-ratio, Montana with a benefit-
contributions-ratic, and Connecticut with a compensable-separation system, the most
recent employer gets all the charges on the theory of primary responsibility
for the unemployment.

All the States that charge benefits to the last employer relieve an employer
of these charges if only casual or short~time employment is involved. Maine limits
charges to a most recent employer who employed the claimant for more than 5 consecu-
tive weeks; New Hampshire, more than 4 weeks:; Montana, more than 3 weeks; Virginia
and West Virginia, at least 30 days. South Carolina omits charges to employers who
paid a claimant less than eight times the weekly benefit, and Vermont, less than $595.

Connecticut charges the one or two most recent employers who employed a
claimant 4 weeks or more in the 8 weeks prior to each compensable period of
unemployment.

230.02 Charging base-period employers in inverse chronological order.--some
States limit charges to base-period employers but charge them in inverse order of
employment (Table 204). This method combines the theory that liability for bene-
fits results from wage payments with the theory of employer responsibility for
unemployment; respensibility for the unemployment is assumed to lessen with time,
and the more remote the employment from the period of compensable unemployment,
the less the probability of an employer's being charged. A waximum limit is placed
on the amount that may be charged any one employer; when the limit is reached, the
next previous employer is charged. The limit is usually fixed as a fraction of
the wages paid by the employer or as a specified amount in the base period or in the
gquarter, or as a combination of the two. Usually the limit is the same as the
limit on the duration of benefits in terms of quarterly or base-period wages
(sec. 335.04).

In Michigan, New Jersey, New York, Chio, Rhode Island, and Wisconsin, the
amount of the charges against any one employer is limited by the extent of the
claimant's employment with that employer; i.e., the number of credit weeks earned
with that employer. In New York, when a claimant's weeks of benefits exceed weeks
of employment, the charging formula is applied a second time--a week of benefits
charged to each employer's account for each week of employment with that employer, in
inverse chronoleogical order of employment--until all weeks of benefits have been
charged. In Connecticut charges are omitted if an employer paid $200 or less; in
Missouri most employers who employ claimants less than 3 weeks and pay them less than
$120 are skipped in the charging.

If a claimant's unemployment is short, or if the last employer in the base period
employed the claimant for a considerable part of the base period, this methed of
charging employers in inverse chronological order gives the same results as charging
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the last employer in the base period. If a claimant's unemployment is long, such
charging gives much the same results as charging all base~period cmployers
proportionately.

All the States that provide for charging in inverse order of cmployment have
determined, by regulation, the order of charging in case of simultaneous
employment by two or more employers.

230.03 Charges in proportion to base-pericd wages.--UOn the theory that unem—
plovment results from general conditions of the labor market more than from a given
employer's separations, the largest number of States charge benefits against all
base-period employers in proportion to the wages earned by the bencficiary with
cach employer. Their charging methods assume that liability for benefits inheres
in wage payments. This also is true in a State that charges all benefits to a
principal employer.

In two States employers rxesponsible for a small amount of base-period wages are
relieved of charges. A Florida employer who paid a claimant less than $40 in the
base period is not charged, and a Minnesota employer who paid a claimant less than
the minimum qualifying wages is not charged unless the employer, for the purpose
of evading charges, separates employees for whom work is available.

235 NoNCHARGING OF BENEFITS

In many States there has been a tendency to recognize that the costs of
benefits of certain types should not be charged to individual employers. This
has resulted in "noncharging" provisions of various types in practically all
State laws which base rates on benefits or benefit derivatives (Table 204).

In the States which charge benefits, certain benefits are omitted from charging
as indicated below; in the States which charge benefit wages, certain wages

are not counted as benefit wages. Such provisions are,. of course, not applicable
in the two States in which rate reductions are based solely on payroll decreases.

The omission of charges for benefits based on employment of short duxation
has already been mentioned {sec. 230, and Table 204, footnote 6). The postpone-
ment of charges until a certain amcunt of benefits has been paid (sec. 220.03})
results in noncharging of benefits for claimants whose unemployment was of very
short duration. 1In most States, charges are omitted when benefits are paid
on the basis of an early determination in an appealed case and the determination
is eventually reversed. In many States, charges are omitted for reimbursements
in the case of benefits paid under a reciprocal arrangement authorizing the
combination of the individual's wage credits in 2 or more States; i.e., situations
when the claimant would be ineligible in the State without the out-of-State
wage credits. In the District of Columbia, Massachusetts, and Rhode Island,
dependents' allowances are not charged to employers' accounts.

The laws in Alabama, Arizona, Arkansas, California, Colorado, Connecticut,
Delaware, Florida, Hawaii, Iowa, Kansas, Kentucky, Minnesota, New York, Oregon,
Pennsylvania, Rheode Island, and Tennessee provide that an employer who employed a
claimant part time in the base period and continues to give substantial equal part-
time employment is not charged for benefits. Missouri achieves the same result
through regulation.

Seven States {(Arkansas, Colorado, Maine, Minnesota, North Carolina, Chio, and

Wyoming) have special provisions or regulations for identifying the employer to be
charged in the case of benefits pald 'to seasonal workers; in general, seasonal

2-10 (Rev. September 1974)




TAXATION

cmployers are charged only with benefits paid for unemployment occurring during the
season, and nonscasonal cmployvers, with benefits paid for unemployment at other times.

The District of Columbia, Hawaii, Kansas, Maine, Massachusetts, New Hampshire,
North Carolina, Oregon, South Carolina, and Vermont provide that benefits paid to an
individual taking approved training shall not be charged to the employer's account.
In Virginia benefits may be noncharged if an offer to rehire has been refused because
the individual is in approved training.

Another type of omission of charges is for benefits paid following a period of
disqualification for voluntary quit, misconduct, or refusal of suitable work or for
benefits paid following a potentially disqualifying separation for which no disguali-
fication was imposed; e.g., because thec claimant had good personal cause for leaving
voluntarily, or because of a job which lasted throughout the normal disqualifica-
tion period and then was laid off for lack of work. The intent is to relieve the
employer of charges for unemployment, caused by circumstances beyond the employer's
control, by means other than limiting good cause for voluntary leaving to good cause
attributable to the employer, disqualification for the duration of the unemployment,
or the cancellation of wage credits. The provisions vary with variations in the
employer to be charged and with the disgqualification provisions (sec. 425),
particularly as regards the cancellation and reduction of benefit rights. 1In this
summary, no attempt is made here to distinguish between noncharging of benefits or
benefit wages following a period of disgualification and noncharging where no dis-
qualification is imposed. Most States provide for noncharging where voluntary
leaving or discharge for misconduct is inveolved and some States, refusal of suitable
work (Table 204}. A few of these States limit noncharging to cases where a claimant
refuses reemployment in suitable work.

Alabama, and Connecticut have provisions for canceling specified percentages
of charges if the emplover rehires the worker within specified periods.

Chio, North Carolina, North Dakota, Pennsylvania (limited to the first B8 weeks
of benefits), and Tennessee exempt from charging benefits paid for unemployment due
directly tc a disaster if the claimant would otherwise have been eligible for disaster
benefits.

240 ReqUIREMENTS FoR RenuceD RATES

In accordance with the Federal requirements for experience rating, no reduced
rates were possible in any State during the first 3 years of its unemployment
insurance law. Except for Wisconsin, whose law preceded the Social Security Act, no
reduced rates were effective until 1940, and then only in three States.

The reguirements for any rate reduction vary greatly among the States,
regardless of type of experience-rating formula.

240.901 Prerequisites for any reduced rates.--Bbout half the State laws now con-
tain some requirement of a minimum fund balance before any reduced rate may be allowed.
The solvency requirement may be in terms of millions of dollars; in terms of a multiple
of benefits paid; in terms of a percentage of payrolls in certain past years; in terms
of whichever is greater, a specified dollar amount or a specified requirement in terms
of benefits or payroll; or in terms of a particular fund solvency factor or fund ade-
quacy percentage (Table 205). Regardless of form, the purpose of the requirement is
to make certain that the fund is adequate for the bkenefits that may be payable.
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Morc general pravisions are included in the Maine and New lampshire laws. The
Maine law provides that if in the opinion of the commission and emergency exists, the
commission after notice and public hearing may reestablish all rates in accordance
with those of the least favorable schedule so long as the emergency lasts. In New
Hampshire a 2.7 rate may similarly be set if the Commissioner determines that the
solvency of the fund no longer permits reduced rates.

In less than half the States there is no provision for a suspension of reduced
rates because of low fund balances. In most of these States, rates are increased {(or
a portion of all employers' contributions is diverted to a specified account) when the
fund (or a specified account in the fund) falls below the levels indicated in
Table 206.

240.02 Requirements for reduced rates for individual employers.--Each State law
incorporates at least the Federal requirements (sec. 215.01) for reduced rates of
individual employers. A few require more than 3 years of potential benefits for
their employees or of benefit chargeability; a few regquire recent liability for con-
tributions (Table 202}. Many States require that all necessary contribution reports
must have been filed and all contributions due must have been paid. If the system
uses benefit charges, contributions paid in a given period must have exceeded benefit
charges.

25 Rates AND RATE SCHEDULES

In almost all States rates are assigned in accordance with rate schedules in the
law; in Nebraska in accordance with a rate schedule in a regulation reguired under
general provisions in the law. The rates are assigned for specified reserve ratios,
benefit ratios, or for specified benefit—wage ratios. In Arizona the rates assigned
for specified reserve ratios are adjusted to yield specified average rates. In Alaska
rates are assigned according to specified payroll declines; and in Connecticut, Idaho,
Kansas and Montana according to employers' experience arrayed in comparison with
other employers' experience.

The Washington law contains no rate schedules but provides instead for distribu-~
tion of surplus funds by credit certificates. If any employer's certificate equals or
exceeds the required contribution for the next year, the employer would in effect
have a zero rate.

245.01 Fund requirements for rates and rate schedules.--In most States, the
level of the balance in the State's unemployment fund, as measured at a prescribed
time each year, determines which one of two or more rate schedules will be applicabkle
for the following year. Thus, an increase in the level of the fund usually results
in the application of a rate schedule under which the prerequisites for given rates
are lowered. In some States, employers' rates may be lowered as a result of an
inerease in the fund balance, not by the application of a more favorable schedule,
but by subtracting a specified amount from each rate in a single schedule, by
dividing each rate in the schedule by a given figure, or by adding new lower rates
to the schedule. A few States with benefit-wage-ratic systems provide for adjusting
the State factor in accordance with the fund balance as a means of raising or lowering
all employers' rates. Although these laws may contain only one rate schedule, the
changes in the State factor, which reflect current fund levels, change the benefit-
wage-ratio prereguisite for a given rate.

845.02 Rate reduction through voluntary contributions.--In about half the States
employers may obtain lower rates by voluntary contributions (Table 200}. The purpose
of the voluntary contribution provision in States with reserve-ratio formulas is to
increase the balance in the employer's reserve so that a lower rate is assigned which
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will save more than the amount of the voluntary contribution. In Minnesota, with a
benefit-ratio system, the purpose is to permit an employer to pay voluntary contribu-
tions to cancel benefit charges to the account and thus reduce the benefit ratio. In
Mentana voluntary contributions are used only to cancel the excess of benefit charges
over contributions, thereby permitting an employer to receive a lower rate.

245.03 Computation dates and effective dates.--In most States the effective date
for new rates is January l; in others it is April 1, June 30, oxr July 1. In most
States the computation date for new rates is a date 6 months prior to the effective
date.

A few States have special computation dates for employers first mecting the
requirements for computation of rates (footnote 2, Table 201).

245,04 Minimum rates.--Minimum rates in the most favorable schedules vary from
0 to 1.0 percent of payrolls. In Washington, which has no rate schedule, some
employers may have a 0 rate. Only five States have a minimum rate of 0.7 percent or
more. The most common minimum rates range from 0.1 to 0.4 percent inclusive. The
minimum rate in Nebraska depends on the rate schedule established annually by
regulation.

245.05 Maximwm rates.--Maximum tax rates range from 2.7 percent to 8.5 percent
with the maximum rate in more than half the States exceeding 4.0 percent (Table 405).

245.06 Limitation on rate increases.--Oklahoma and Wisconsin prevent sudden
increases of rates by a provision that no employer's rate in any year may be more than
1 percent more than in the previous year. Vermorrt limits an emplover's rate increase
or decrease to that of three columns in the applicable rate schedule. New York limits
the increase in subsidiary contributions in any year to 0.3 percent over the preceding
year.

290  SpecIAL ProvisIOoNs FOR FINANCING BENEFITS PaID To EMPLOYEES oF NONPROFIT
(RGANIZATIONS AND STATE AND LocCAL GOVERNMENTS

The 1270 amendments to the Federal law required each State to cover nonprofit
organizations which employed four or more persons in 20 weeks and State hospitals and
institutions of higher education. However, the method of financing benefits paid to
employees of these organizations differs from that applicable to other employers.

250.01 WNonprofit organizations.--The Federal law provides that States must allow
any nonprofit organization or group of organizations, which are required to be covered
under the State laws, the option to elect to make payments in lieu of contributions.
Prior to the 1970 amendments the States were not permitted to allow nonprofit
organizations to finance their employees' benefits on a reimbursable basis because of
the experience-rating regquirements of the Federal law.

State laws permit two or meore reimbursing employers jointly to apply to the
State agency for the establishment of a group account to pay the benefit costs
attributable to service in their employ. This group is treated as 2 single employer
for the purposes of benefit reimbursement and benefit cost allocation.

No State permits noncharging of benefits to reimbursing employers. The Federal
law has been construed to require that nonprofit organizations pay into the State fund
amounts egual to the benefit costs, including that half of extended benefits not paid
by the Federal Government, attributable to service performed in the employ of the
organization. Unlike contributing employers, who cannot aveid potential liability to
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share with other contributing employers devices such as minimum contribution rates
and solvency accounts in order to keep the fund solvent, reimbursing employers are
fully liable for benefit costs to their employees and not liable at all for the
cost of any other benefits.

Most States provide that employers electing to reimburse the fund will be
billed at the end of each calendar qguarter, or other period determined by the agency,
for the full amount of regular benefits plus half of the extended benefits paid
during that period attributable to service in their employ. A few States provide a
different method of assessing the employer. In these States, each nonprofit employer
is billed a flat rate at the end of each calendar gquarter, or other time period
specified by the agency, determined on the basis of a percentage of the organization's
total payroll in the preceding calendar year rather than on actual benefit costs
incurred by the organization. Modification in the percentage is made at the end of
each taxable vear in order to minimize future excess or insufficient payment. The
agency is required to make an annual accounting to collect unpaid balances and
dispose of overpayments. This method of apportioning the payments appears to be less
burdensome than the guarterly reimbursement method because it spreads the benefit
costs more uniformly throughout the calendar year. Nearly a third of the States permit
a nonprofit organization the option of choosing either plan, with the approval of the
State agency.

The Federal law permits, but does not require, States to enact safeguards to
ensure that a nonprofit organization electing the reimbursement method of financing
will make the necessary payments. Seven States require any nonprofit organization
which elects to reimburse the fund to file a security bond or deposit with the agency.
The provisions on bonding are shown in Table 207.

250.02 State and local governmenis.--In 22 States benefits paid to employees
of hospitals and colleges, covered as required by the Federal law, are financed in
the same manner as benefits paid to employees of nonprofit organizations; that is,
the State as an employer may elect -either to reimburse the fund for benefits paid
or pay contributions on the same basis as other employers. 1In 28 other States, no
election is permitted; the State must reimburse the fund for benefits paid to its
employees. See sec. 125.08 and Table 104 for financing benefits paid to other
employees of the State and its political subdivisions.

The Alabama law requires both the State and its political subdivisons to pay
an estimated amount each guarter and at the end of the year either to pay a balancing
amount or receive a refund. New Hampshire permits elective financing until
January ), 1975, and mandatory reimbursement thereafter. Two States, New Mexico
and Utah, have no provision specifying the means of financing benefits paid to
employees of State hospitals and institutions of higher education.

All of the States except Alabama, as indicated previously, Illinois, New York,
and Puerto Rico require local governments to reimburse the fund for benefits paid
to employees of hospitals and colleges. Illinois provides that local governments
may make payments in lieu of contributions on the same basis as employers who
are liable for contributions, or they may elect reimbursement the same as non-
profit organizations, while New York permits local governments either to reimburse
the fund or make payments equivalent to contributions. Puerto Rico permits local
governments to elect the method of financing as do the State and nonprofit employers.

(Next page is 2-19}
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TaBLE 200,--SUMMARY OF EXPERIENCE-RATING PROVISIONS, 51 StaTes %/

TAXATION

Tax- Wages Volun=
Typre of experience rating able include tary
F* wage remu- ¢ contri-
State Reserve] Benefit | Benafit | Payyoll base nera- ' butions
ratio ratio wage declines above tion t per-
{32 "{10 ratio | (4 States) | $4,200 over . mitted
States), States) (5 (61 $4,200 (25
States) States) if sub~ States)

(1)

(5)

(6)

ject to
FUTA
(38

States}

(7N

Ala.
alaska
Ariz.
Ark,
Calif.
Colo. _
Conn.
Del.
D.C.
Fla.
Ga.
Hawaii

Idaho
Ill,
Ind.
Iowa
Kans.
Ky.
La.
Maine
Md.
Mass.
Mich N
Minn.

Miss.
Mo,
Mont.
Nebr,
Nev.
N.H.
N.J.
N.Mex.
N.Y.
N.C.
N.Dak.
Chio

X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X

(Table continued

IR T T I

guarterly

+

$10,000

$4,8003/

+ .

(3)

on next page)
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TagLE 200,—-SUMMARY OF EXPERIENCE~RATING PROVISIONS, 51 STaTESY (CONTINUED)

Type of experience rating :;Te i:zgige V:;E;-
wage remue- contri-
State Reserve | Benefit | Benefit| Payroll base nera- butions
ratio ratio wage | declines above tion per-
{32 (10 ratio (4 States) 54,200 over mitted
States) | States) | (5 (61 $4,200 (25
States) States) if sub=- States)
ject to
FUTA
(38
States}
(1) {2} (3) (4} (5) (6}' (7) (8)
Okla. O T X N . X .
Creyg. PR X [ oy s e e
ore P Ef e D | 85,000 - .g} PR R % a v s
R.I. X X
S.C. b4 LI T I T T A X X o
Ss.pak. X L I T e P
Tenn. X e I L xﬁ/ N :
Tex. L] . L[] . » X » . L] L] - - [] L] . » L[] L] L] L] . L] - . L] . ) : . ) : )
Utah s e v e sl e v v v]e e o| Annual and |, . . . X : : : : : : '
o quarterlyﬁ/ . '
vE. . e s s e X L T L S T T D I X L L I T
Va. . s s v s L X D T TR « + « @ L Y T ) »
Wash. . I T T Annua]_i/ $6,600§/ T
W.va. X N TR O X X
Wis- x . s e s s s a P T - v s e X X
Wyo. s e e e X L R T R T Y X R

- B L T —— - [ e

1/Excludes P.R. which has no experience-rating system and which levies a tax on all
wages. See Tables 201 to 206 for more detailed analysis of experience-rating provision.

Q/Voluntary contributions limited to amount of benefits charged during 12 months
preceding last computation date, Ark. and La.; ER receives credit for 80% of any
voluntary contributions made to fund, N.C.; reduction in rate because of voluntary
contributions limited to one rate group, Kans.; voluntary contributions allowed only
if benefit charges exceeded contributions in last 3 yrs., Mont.; surcharge added
equal to 25% of benefits canceled by voluntary contributions unless voluntary payment
is made to overcome charges incurred as result of unemployment of 75% or more of
ER's workers caused by damages from fire, flood, or other acts of God, Minn.; limited
to yrs. in which rate schedule higher than basic schedule is in effect, La.

#/Taxable wage base computed annually at 907 of State's average annual wage for
l-yr. period ending June 30, Hawaiil; computed at 70% of state annual wage (limit
$100 over preceding yr.) when fund is less than 1~1/2 x highest amount of benefits
paid in any yr.; otherwise, wage base is same as that specified in FUTA, N.Dak.;
increases by $600 when fund balance is legs than 4.5% of total payrolls, not to exceed
75% of average annual wage for second preceding CY, Wash. Effective Jan. 1, 1976, wage
base computed annually at 28 x the statewide aww, N.J.

4 Wages include all kinds of remuneration subject to FUTA.

Compensable separations formula until benefit yrs. starting om or after Jan. 5,

1975, (Sec. 220.04).

ﬁ.Formula includes duration of liability, Mont. and Utah; ratio of benefits to
contributions, Mont., reserve ratio, Pa., and benefit ratlo, Wash.
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TaBLE 201,—CoMPUTATION DATE, EFFECTIVE DATE, PERICD OF TIME TO QUALIFY FOR
EXPERIENCE RATING, AND REDUCED RATES FOR NEW EMPLOYERS

{(Table continued on

next page)

2-21 (Rev. Japuary 1975)

Period of time needed to
qualify for experience rating
State Computation Effective date At least Less than Reduced rate
date for new rates 3 years 3 yearsals for new
employersZ

(1) (2) (3) {43 (5) (6}
Ala. Oct. 1 April 1 P T T T T i 1 year 1.5%
Alaska | June 30 Jan. 1 A I ? 1 year 7 1.0%§/
Ariz. July 1 Jan. 1 R RN 1 year e e e e
Ark. June 30 Jan, 1 e s e w e e 1l year IR
Calif. June 30 Jan. 1 e e s e e e 12 months LRI T
Colo. Jaly 1 Jan. 1 Ve e e 12 months 1.0%
Conn. June 30 Jan. 1 T 1 year =/ (3)
Del. Oct., 1 Jan. 1 4 years A c e e e s
D.C. June 30 Jan. 1 X e e e e (3)
Fla, Dec. 31 Jan. 1 X s s e e e e 1.0%
Ga. June 30 Jan. 1 L 1 year PR S S R
Hawaii | Dec. 31 Jan. 1 v e e e s 1 year’ “ e e
Idaho June 30 Jan. 1 P T T T T 1 year PR T T T 'Y
I11. June 30 Jan. 1 e e v s s s 3 years e e e e e .
Ind. June 30 Jan. 1 e e e e B months I/ [, ., ...
Iowa Oct. 1 Jan. 1 e e e e e 2 years 1.5% Y,
Kans. June 30 Jan. 1 e e e 2 years 1.0% ~
Ky. Sept. 30 Jan. 1 X O T PN v e
La. June 30 Jan. 1 X o a e e e . e e s e s
Maine Dec. 31 July 1 C e e e e e 2 years 2.0%
Md. March 31 July 1 e e e 1 year (3)
Mass. Sept. 30 Jan. 1 B 1 year 2.0%
Mich. June 30 Jan. 1 X e e s e e s e e e e s
Minn. June 30 Jan. 1 e e e 1 year (3)
Miss. June 30 Jan. 1 c e e e s 1 year 1.08 ¥/
‘Mo. | June 30 Jan. 1 e e e e 1 year 1,08 4
Mont. June 30 Jan. 1 X Ve s e PN Ve s e e
Nebr. Dec. 31 Jan, 1 . e e 1l year l/ e e e
Nev., | June 30 Jan, 1 e e e 2 1/2 years e e e
N.H. Jan. 1 July 1 1 year
N.J. Dec. 31 July .1 X PN PR e e
N.Mex. June 30 Jan. 1 X v e e e e e s
N.Y. Dec. 31 Jan. 1 s e e s 1 year (8)
N.C. Aug. 1 Jan. 1 e e 1 year PR v
N.Dak. Dec. 31 Jan. 1 e oa e e 1 year e e e
Ohio July 1 Jan. 1 T T 1 year Ve e e
Okla. Dec. 31 Jan. 1 A 1 year e e e
Oreg. June 30 Jan. 1 Ve v e s s 1 year 7 RN Ta
Pa. June 30 Jan. 1 sl e 18 months = 2.33% =
R.I. Sept. 30 Jan. 1 Ve e e 1 year (
s.C. July 1 é/ Jan. 18/ . e e e 2 years y e e s
S.Dak. Dec. 31 Jan. 1 L 2 years L
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TapLe 201,~-CoMPUTATION DATE, EFFECTIVE DATE, PERICD OF TIME T? QUIALIFY

EXPERIENCE RATING, AND REDUCED RATES FOR NEW EMPLOYERS CONTINUED
Period of time needed to
qualify for experience rating
State | Computation Effective date At least Less than Reduced rate
date for new rates 3 years 3 years,]_:/ for new
employerss/
(1} {2} (3) (4) (5) (6)
Tenn. Dec. 31 July 1 X “ e e s v e e e e e
Tex., oct. 13/ Jan. 18/ « s e 4 s . 1 year - 1.0%
Utah Jan. 1 Jan. 1 X . e a s s s . e e s
vt, _Dec, 31 July 1 - e e e . 1 year (3)
Va. June 30 Jan. 1 “ s s e a s 1 year 1.0%
Wash. July 1 Jan. 1 - e s s e oa 2 yearsy “ e v e e
W, Va. June 30 Jan. 1 X « 2 4 e % s 1.5%
Wis. June 30 Jan. 1 - e e e s 18 months “ s st s
Wyo. June 30 Jan. 1 X e s e s s « % et e a

E/Period shown 38 peried throughout which ER's account was chargeable or
during which payroll declines were measursble. In States noted, requirements
for experience rating are stated in the law in terms of subjectivity, Alaska,
Comn., Ind., and Wash.; in which contributions are payable, Ill. and Pa.,
coverage, e, S. 8.C.; or, in addition to the specified period of chargeability,
contributions payable in the 2 preceding CYe, Nebr.

_/Immediate reduced rate for newly-covered ERe until such time as the
ER can qualify for a rate based on experience.

é-/E.ate for newly-covered ERs is the higher of 1.0% or State’s 3-yr.
benefit cost ratio, not to exceed 2.7%, Conn., Md., and R.I.; average industry tax
rate but not lees than 1.0%, Alagka and Kang.; higher of 1.0% or the rate
equal to the average rate on taxable wages of all ERs for the preceding CY not
to exceed 2.7%Z, D.C.; higher of 1.0% or State's 3-yr. benefit cost rate, not
to exceed 2.7%, Minn.; higher 1f 1.0% or that percent represented by rate class 11
(1.2% to 2.0%) depending upon rate schedule in effect, Vt.

g/for all newly-covered ERs except those in the construction industry, Miss.
and Pa.; only for newly-covered nonprofit ERs making contributions, Mo.

E/For newiy—qualified ER, computation date is end of quarter im which ER
meets experience requirements and effective date 1s immediately following quarter,
5.C. and Tex.
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TapLe 202,--YEARS OF BENEFITS, CONTRIBUTIONS, AND PAYROLLS USED IN COMPUTING RATES OF
EMPLOYERS WITH AT LEAST 5 YEARS OF EXPERIENCE, BY TYPE OF EXPERIENCE-

RATING FORMULA 1/
_ |
State Years of benefits used 2/ ! Years of payrolls used 3/ -
(1) {2} (3)
Reserve-ratioc formula
Ariz. All past years. Average 3 yearé.é/
Ark. All past years. Average last 3 or 5 years.é/
Calif, All past years, Average 3 years.%
Colo. All past years. Average 3 years.
D.C. All since July 1, 1939, i Average 3 yearqu/
Ga. All past years. ! Average 3 years.
Hawaii All past years. i  hverage 3 years.
Idaho All since Jan. 1, 1940, Average 4 years.
Ind. All past years. Aggregate 3 years.
Iowa All past_years. Average 3 years.
Kans. All past years. Average 3 years..s
Ky. Bll past years. Aggregate 3 years.
La. All since Oct. 1, 1941. hverage 3 years.
Maine All past years. Average 3 years.
Mass. All past years. Last year.
Mich. All past years. Last year.
Mo. All past years.é/ Average 3 years.
Nebr All past years. Rverage 4 years.
(_ P Nev. All past years. Average 3 years.
N.H. All past years.ﬂ Average 3 years.
N.J. All past years. Average last 3 or & years.ﬁ/
N.Mex. All past years. Average 3 years.
N.Y. All past years. lLast year .3/
N.C. All past years. Aggregate 3 years.
N.Dak. All past years. Average 3 years.
Chio Rll past years. Average 3 years.
R.I. All since Oct. 1, 1958, Last year Or average 3 years._4_/
s.C. All past years. Last year. .5/
S.Dak. All past years. Aggregate 3 years~
Tenn. All past years. i Last year,
W.va. All past years. ;  Average 3 years.
Wis All past years, : Last year.
' Benefit-contribution-ratio formula i
Meont. Last 2 years.gf e e e e e e e e e e ey e
Benefit-ratic formula
Fla. Last 3 years. Last 3 years.é/
Md. Last 3 years. Last 3 years.X
Minn. Last 3 years. Last 3 years.
Miss. Last 3 years. Last 3 years.
Oreg. Last 3 years. Last 3 years.
Pa. Average 3 years. Average 3 years.
Tex. Last 3 years. Last 3 years,
vt. Last 3 years. Last 3 years. .
Wyo. Last 3 years. Last 3 years.

(Table continued on next page}
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TaBLE Z02.—YEARS OF BENEFITS, CONTRIBUTIONS, AND PAYROLLS USED IN COMPUTING RATES
OF EMPLOYERS WITH AT LEAST 3 YEARS og EXPERIENCE, BY TYPE OF
EXPERIENCE~-RATING FORMULAZ{COMNTINUED

State Years of benefitsg used?’/ Years of payrolls used 3/
(1) {2} (3}

Benefit-wage~ratio formula

Ala. Last 3 years. Last 3 years.

Del. Last 3 years. Last 3 years.

I11l. Lagt 3 years. Last 3 years.

Okla. Lagt 3 years. Last 3 vears,

Va. Last 3 years. Last 3 years,

Compensable-separations formula

Conn.ﬁ/ Last 3 years. Aggregate 3 years. éf
Payrocll~declines formula I/

Alaska © bt e s e e e e e Last 3 years.

Utah Yo e a e s e e s s Last 3 years.

Wash. e hh e e e e e e . Last 3 years,

1/
T Including Mont., with benefit-contribution ratio, rather than payroll declines
and Wash, with payroll decline rather than benefit ratio.

2/

—'In reserve-ratio States and in Mont., yrs,of contributions used are same
as yrs. of benefits used. Or last 5 yrs., whichever is te the ER's advantage,
Mo.; or last 5 yrs.under specified conditions, N.H.

§tears immediately preceding or ending on computation date. 1In States
noted, yrs. ending 3 months before computation date, D.C., Fla,, Md,, and N.¥, or
6 months before such date, Ariz., Calif., Conn., and Kans.

i/Whichever is lesser, Ark.; whichever resulting percentage is smaller,
R.1.; whichever is higher, N.J. ERs with 3 or more yrs! experience may elect
to use the last yr.,, Ark.

éjFor CY 1973, last yxr.; for CY 1974, last 2 yrs.

E»"’f-.‘ffectiwz for benefit yrs. beginning on and after January 5, 1975, will

change to benefit-ratio formula (see sec. 220.04 for details).

¥
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TagLe 203,--TRANSFER OF EXPERIENCE FOR

TAXATION

EMPLOYER RATES, 51 Stares 1/

Total Transfers Partial Transfers Rate for successor 2/
L. P [ ey e et e -
Mandatoryj Optional | Mandatory] Optional | Entexprise Previous Based on
State (36 (15 (11 (28 must be rate combined
States) States) States) States) | continued centinued | experience
. (26 states)| (32 States)] (19 States)
(1} {2) (3} {4) (3) (6) (7} (8)
e SRS SO RS
Ala. X e e yoe s b4 [ N . e e X
Alaskai/ X s e e s PR v e . . e X
Ariz. p4 voox e s . X X X e s
Ark. X [ [ X X X I,
Calif.é/ 4/ X P X X . . X
Colo. & - . PR v e X X_. PN
Conn. T e v s x-i—j I Xi/ v v s Xé-/ . [
Del. . e X . s « v s X e v e X
D.C.é-/ X . . PR X X X e v s e
Fla, X [ P X X A e s s X
Ga. X A X X .. X
Hawaii « . e . X . P . . X e
Idaho « e o Xg./ . v . X£ X . . X
111. X e e . X e e e e X ra e e
ind. X . . PR [T X « a oaoss
Towa X [ . . X X [ 4
¥ans. X A oa e « = X X X P R
Ky. X . . . X oo o e s X v oe e .
La. X . - X . .. - . X . e .
Maine X e e « v PR PPN e e s e X
Md. X [ LRI Xg-/ X X s s e s
Mass. X . X « e oe X X PPN
Mich. X . . . . . X “ e e X v e e e
Minn.-:-;-/ P X . e X X e s e s X
Miss. X . . . N X X X v e
Mo. X s e Xi/ e e X N e X
Mont. }CE/ « ﬁ/ . s e P e e PPN X
Nebr. X N - i e e e . e s e s X
Nev.é/ N X . X s e s v X " e e e s
N.H. X e e e T X X X « e e s
N.J.5/ x3/ (9) . X X X e e
N.Mex. . e e X . Xé/ e s e s X s s s a
N.Y. X [ X P . "X T X
N.C. e e X . e e e e X v e s
N.Dak. s e s X o P N X P e e
ohio X X X X
Okla. ¥ v oe e N X a4 e X
Oreacg. b4 e a e P e . e e e X [ [
ra.. 9) x8/ ) x%/ X % e
R.I. X X7/ X
S.C. X . e . e X X e e e s X
S.bak. v e s X . . . e e . e s e e e s X
Tenn, oo . X . . X X X . .
(Table continued on next page)
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TAXATION

TaRLE 703,~-TRANSFER OF EXPERIENCE FOR EMPLOYER RATES, 51 StaTES/ (CONTINUED)

Total Transfers Partial Transfers Bate for Successorgj
Mandatory | Optional | Mdandatoryl{ Optional | Enterprise | Previous Based on
State {36 {15 {11 (28 must be rate combined
States) States) States) States) | continued cortinued |experience
(26 States}| (32 States)| (19 States)
(1) (2) (3) (4) (5) (6) {1 (8)

. Tex. a e s s X s e e e X X XID/ e & s a s
Utah X e e e X P e e o s ¥ T
vt. X P T T R T R [ X . A s e x
Va. X . of « . " s & s [ T T X v v s
Wash. b4 [ R X e e e v s b . v e e
wW.Va. b4 [ S Y X_?__/ . v e e P T T b4 T T Y
Wis. X P X P s e n e s v e e e e a X

" Wyo. X LI T S v e s e s e s X « N

1/

= Excluding P.R. which has no experience—ratlng prov131on.

2/Rate for remainder of rate yr. for a successor who was an ER prior to
acguisitioen.

3/No transfer may be made if it is determined that the acqulsitlon was made
solely for purpose of qualifying for reduced rate, Alaska, Calif., and Nev.; if
purpose was to avoid rate higher tham 2.7% or if transfer would be inequitable,
Minn.; or if total wages allocable to transferred property are less than 25% of
predecessor’'s total, D.C.; unless agency finds employment experience of the
enterprise transferred may be comsidered indicative of the future employment
experience of the successor, N.J.

4/Transfer is limited to one in which there is substantial continuity of
ownershlp and management, Del.; if there is 507 or more of management transferred,
Colo.; if predecessor had a deficit experience-rating account as of last
computation date, transfer is mandatory unless it can be shown that management or
ownership was not substantially the same Idaho.

E/By regulation.

8/Partial transfers limited to those establishtments formerly located in another
State.

7/Partial transfers limited to acquisitions of all or substantially all of
ER's business, Mo., and W.Va.; to separate establishments for which separate
payrolis have been malntalned R.I.

Q/Optlonal (by regulation) if successor was anot an ER.

E/Optidnal if predecessor and successor were not owned or controlled by same
+ interest and successor files written notice protesting transfer within 4 months;
otherwise mandatory, N.J.; transfer mandatory if same interests owned or controlled
both the predecessor and the successor, Pa.

IU/A rated (qualified) ER pays at previously assigned rate. an unrated but
subject employer pays at a rate based on combined experience.

2-26 (September 1974}




TapLE 204, —EMPLOYERS .CHARGED AND. BENEFITS EXCLLDED FROM CHARGING, 49 STATES
WHICH CHARGE BENEFITS OR BENEFIT DERIVATIVES

Base-period employers charged

Benefits excluded from charging

(8L6T Axenuel) L2~T

Propor-] 1In in- Employer Federal- )} Benefit Reim- Major disgualification invoived’
tion~. verse speci- State award burse-
State ately ' order of fied extended | finally ments Volun- Dis~ Re-
(27 employ- (10 states) benefits | reversed on tary charge fusal
States) § ment up {24 - (28 / .} combined leaving for of
to amount States} | States) wage’ (38 miscon- suitable
specified claims States) duct work
(12 (20 (36 {11!
States)Z/ States) States) | States)
(1) (2) {3) {4) (5) {6) {7) (8) (9} (10)
Ala.l/ X X 18157 x x8/
Ariz. X - X x10/18/ x4/ X
Ark, X X R <174 X X
calif. X X X 4 X
Colo. « v e 1/3 wages « e e X X poiing . o . s . e e s s e s
up to 1/2
of 26 x
current
wba. v
Conn, “- 4 . 3/4bp‘é,/ L R « o om'w . e 4 = « % e X X '(g)
pel.l/ X e | ox X X
b.C. ;ﬁ/ e e s s . e e s . X e e e e s . s . e e . .x:/. .
Fla. . 4 e e e . e e X . - X
Ga. X X x20/ x4/ | ¥l X3/
Hawaii X “ e e S . X . e . aLs 4 s X X . e s s
Idaho oo} ... ..} Pringi- X X x29/ X X
pa
1.4/ X x I 174
Ind. x?/ ) R A 174
Iowa P 1/3 base- . e e e « ... X . e e s “ s e s e e e e . e e o=
period
wages,
Kans. X X N 2174 x3/ x3/

{Table continued

on

next page)
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TABLE 204, ~-EMPLOYERS CHARGED AND BENEFITS EXCLUDED FROM CHARGING, 49 STATES

WHICH CHARGE BENEFITS OR BENEFIT DERIVATIVES (CONTINUED)

Base-period employers charged Benefits excluded from charging
Propor-— In in- Employer Federal- Benefit Reim~ Major disqualification involved
tion=- verse speci- State award burse-
State | ately order of fied extended | finally ments Volun- Dis- Re~
(27 employ- (10 States) benefits | reversed on tary charge fusal
States) | ment up (24 {28 combined leaving for of
to amount States) States) wage (38 - miscon~ suitable
specified clains States) duct work
1z (20 {36 {11
states)Z/ States) ‘States) States)
L (1) (2) (3) {4) (5) (8) {(7) (8) (S} (10)
Ky. X x10/ X X e e e e
La. X e s e s . e e e PR X . e e . . s e . e e .« x e .
Maine . s e . = e e e Most X Py XEQ/ X X Xé/
recent8/
Md, () .....Prin;?—
1
Mass. e v .. | 36% of P X X x&/
base=-
pericd
wages.
mich, |. ... |3/4 creait] ... .. X A B x8/ 8/ x8/
wks.ug
to 3514
Minn. x8/ X X X X X x3/
Miss. X X X X x8/
Mo. “ e e s 1/3 base- . . . . . . X . e e . 2/ X X
period
wages?/,
Mont. O I Y X x4/ X
recentf/
Nebr. e e e 1/3 base~ v e e e « s . X . e 4. X X « s 4 e s
period
wages.
Nev. X RS X x10/ X X
N.H. B N x10/ X X
recent?/

(Table continued on next page)
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TaBLE 204, --EMPLOYERS CHARGED AND BENEFITS. EXCLUDED FROM CH?RGING, IS States
WHICH CHARGE BENEFITS OR BENEFIT DERIVATIVES (CONTINUED)

Base~period employers charged Benefits excluded from charging
Propor- In in- Employer [ Federal- Benefit Reim- Major disqualification involved
tion~ verse speci- State award burse—
State ately oréexr of fied extended finally ments Volun- Dis Re-
(27 employ- {10 benefits reversed on tary charge fusal
States} ment up States) {24 - (28 combined@ | leaving for of
to amount States) States) wage (38 miscon- suitable
specified claims States) duct work
(12 (20 (36 {11
States)/ States) States) | States)
(1} (2) (3} (4) (5} (6) (7) (8) (9) (10)
f——
N.J. X 3/4 base e e e s “ e e X “ e e . e e s e s . C e e e
weeks up
. to 35114
N.Mex. X P T X X i U X X P
N.Y. . . s Credit . e e “ v e . e e . e e e s “ s e e e = e
. weeks\up
to 26,
N.C. X N X X . s e e X X “ e e a
N.Dak. X P X X . e s e « s,a s s e . e s .
Ohio v« o) 172 wages . e s . e “ v e x10/ X2/ X X
in credit \
weeksgsis.
okla.l/ X T P X e e X X
Oreg. X . [ . e e X . v e a le/ X X . v s e
Pa. X N X « s s . e e s X X “ 4 e e
R.I. v e e 3/5 weeks . e e s X X . e e X X e e s .
of employ-
ment up to
42. :
§.C. ce el oo 0oL Mest X X X X 3/
recent_/
S.Dak. “ e s In propor- . . e . X X A e s Xf/ X e e s
tion to
base-
period
wages paid
by employer. )

(Table continued on next page)
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TaBLE 204, ~—EMPLOYERS .CHARGED AND BENEFITS EXCLUDED FROM CHARGING, U9 STATES
WHICH CHARGE BENEFITS OR BENEFIT DERIVATIVES (CONTINUED)

NOILVXV1

Base-period employers charged Benefits excluded from charging
Propor-| In in- Employer Federal~ Benefit Reim=- Major disqualification involved
tion~ { wverse speci- State award burse-~
State | ately order of fied extended | finally ments Volun- bDis- Re-
(27 employ- (1.0 States)f benefits § reversed on tary charge fusal
States) | ment up (24 (28 . [combined leaving for | of
to amount States) &tates) wage (38 miscon- suitable
specified claims States) duct work
(12 (20 {36 {11
States)2/ : States) States) | states)-
(1) (2} (3) (4) (5) (e)y - (7 {8) {9) {10)
Tenn,. . X s e s e . . s e e e " s e X « o+ s s X X .+ s e e
Tex. X “ a e oas * 0w e e . v s X “ s e s X X « b e oa e
vt. e o vl e e o, | Most X x4/ % "
recen ;
va.l ..o oL | Most X X €
recentﬁ/
Wash . X v v e e s « v e » « . s v e s oa xl_O_/ + e . “ e s e . s e s s
W.Va. Y Most - . e e . T x : e e s X X X
recent®/ ' ’ :
Wis. s+ » o) 8/10cCredit] . . . . . X X « s e e X .= « 8 e s e
weeks up
to 43. .
wo. X X X X % R

Y srate has benefit-wage~ratio formula; benefit wages are not charged for claimants whose
compensable unemployment ig of ghort duration (sec. 220.03).

Z/Liniration on amount charged does not reflect thoge States charging one-half of Federal-State
extended benefits. 'For States that noncharge these benefits see Column 5.

3
—/ﬁalf of charges omitted if separation due to misconduct; all charges omitted if sepsration due to
aggravated miscorduct, Ala.; omission of charge is limited to refusal of teemployment in suitable work,

Fla., Ga., Maine, Minn., Miss., and S.C.; last ER from whom the claimant was separated under disqualifying
circumstances, Kans. 7

{Footnotes continued on next page)
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'(Footnotes for Table 204 continued)

i/Charges. are omitted also for claimants leaving for compelling personal reasons not attributable to ER and
not warranting disqualification, as well as for clailmants leaving work due te private or lump-sum retirement
plan containing mutually-agreed-upon mandatory age clause, Ariz.; for claimant who was student employed on
temporary basis during BP and whose employment began within vacation and ended with leaving to return to
school, Calif.; for claimants.who retire under agreed-upon mandatory-age retirement plan, Ga.; for claimant
convicted of felony or misdemeanor, Mass.; for claimant leaving to accept more remunerative job, Mo.; if left
work because of pregnancy, Mont.; for claimant who left to accept recall from a prior ER or to accept other work
beginning within 7 days and lasting at least 3 wks, or for claimant who voluntarily left employment because
of pregnancy; also exempts leaving pursuant to agreement permitting employee to accept lack-of-work separation
and leaving unsuitable employment that was concurrent with other suitable employment, Chio; if benefits are paid
after voluntary.separation because of pregnancy or marital obligatioms, 5.Dak.; if claimant's employment or
right to reemployment was terminated by his retirement pursuant to agreed-upon plan specifying mandatory retire-
ment age, Vt.; if claimant left to move with spouse or to accept new work which lasted less than 30 days and
subsequently refused offer of reemployment from original ER, Va.; if claimant refused an offer of
reemployment, Conn.

6‘ .
_/Charges cmitted for ERs who paid claimant less than $200, Conn. and $40, Fla.; less than 8 x wba.

8.C.; less than $595, Vt.; or who employed claimant less than 30 days, Va.; not more than 3 wks.,

Mont, by regulation; 4 consec. wks., N.H.; or who employed claimant less than 3 wks. and paid him
less than $120, Mo.; or who employed claimant less than 30 days and alsc 1f there has been subsequent
employment in noncovered work 30 days or more, W.Va.

Z/ER who pald largest amount of BPW, Idaho; law also provides for charges to base-period ERs in inverse
order, Ind.. ER who paid 75% of BPW; if no principal ER, benefits are charged proportionately to all base-
period ERs, Md.

EjBenefits paid based on credit wks. earned with ERs involved in disqualifying acts or discharges, or in
periods of employment prior to disqualifying acts or discharges are charged last in inverse order.

EjAn ER who pald 90% of a claimant's BPW in one base period not charged for benefits based on earnings
during subsequent BP unless he employed the claimant in any part of such subsequent BP, Charges omitted for
ERs who paid claimant less than $520,

10/Charges omitted if claimant pald less than min. qualifying wages, Ariz., Ark., Colo., Ga., Iil., Kanms.,
Maine; Nev., N.H., Ohio, Oreg., Wash.; for benefits in excess of the amount payable under State law, Ark.,
Idaho, Ind., N.H. and O Oreg., and for benefits based on a period previocus teo the claimant's BP, Ky.

11/

12/

But not more than 50% of BPW if ER makes timely application,

If claimant qualifies for dependents' allowances, 3/4 wages in credit weeks.

13
—“/By regulation.

gé-/Nom:ha.rg:Lng limited to ERs other than most recent ER.

NOILYXVL
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TABLE 205,~FUND REQUIREMENTS. FOR.MOST.AND LEAST FAVORABLE SCHEDULES
AND RANGE OF RATES FOR THOSE SCHEDULESL/

Most favorable schedule Least favorable schedulegf
- Range of rates When fund balance is less Range of rates
State | Fund must equal at least Min, Max. - than . . . . Min, Max.13/
(1) (2) (3) (4) {5) {6) '
Ala. 3/ More than min. normal 0.5 2.7 Min. normal amount8/ 0.5 3.6
amoun
Alaska Reserve multiple equals 0.6 3.1 Reserve muitiple less 3.0 5.5
3.088/ than 0.33%%
Ariz, 12% of payrolls . 0.1 12 3% of payrolls 12) 2,012/ 13
Arx .11/ T More than 5% of payrolls 0 4.0 2.5% payrolls 0.2 4.2
Calif. 4,75% payrolls 0.1 4,1 4.75% payrolls 0.8 4.1
Colo. $100 million o] 3.6 $§25 million 2.7 3.6
Conn. More than 8% of payrollsZ/ | 0.1 4.6 0.9% of payrolls2/ 1.4 5.9
Del. $5 million 0.1 3.0 Not specified 6.5 4,55/
D.cC. 4% of payrolls 0.1 2.7 2% of payrolls 2.7 2,7
Fla.®/ More than 5% of payrolls 0 Not ‘4% of payrolls Not 4.513/
) gpecified ppecified’
Ga, 5.6% of payrolls 0.024 3.36 3.4% of payrolls 0.136 4.5
Hawaii®/| 1.5 x adequate reserve 0.2 3.0 $15 million 3.0 3.0
fund
Idano 5.75% of payrolls 0.3 3.9 2.75% of payrolls 2.7 5.1
111.%/ @) 0.1 4 3/ 9) 0.1%/ 4.0
Ingd. More than $75 million 0.08 371 $75 million 2,7 3.1
Towa Current reserve fund ratio 0 4.0 Current reserve fund ratio 0 4.0
3 x min. adequate reserve 1.5 x min. adequate reserve
fund ratio fund ratio
Kans, 5% of payreclls 1] 3.6 1.5% of payrolls o 3.6
ky.”/ 7) 0.1 3.2 () 2.7 4.2
La. 12.5% of payrolls 0.1 2.7 $110 millionZ®/ 2.7 3.087/
Maine .Reserve multiple of over 2.5f 0.5 3.1 Reserve multiple of under 4.5 2.4 5.0
Ma, 9% of payrolls 0.1 1.8 2% of payrolls 2.8 3.6 13/
Masgsll 6.5% of payrolls 0.5 2.9 2.5% of payroells 2.9 5.1
Mich.11/} size of fund index is 1.5% | 0 6.0 Size of fund index is under | 0.2 6.6
0.5%
Minn. $200 million 0.1 5.0 $90 million 0.9 5,0
Migs. 3/ | . .. .....¢.....] 0 2.7 4% of payrolls 2.7 2.7
Ma, 5.5% of payrolls (o} 3.6 Greater of 2 x yearly contribd 0.5 4.1
or 2 X yearly bens. paid

(Table continued on next page} .
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TagLE 205,--FUND REQUIREMENTS FOR MOST AND LEAST FAVORABLE scnmsu.es
AND RANGE OF RATES FOR THOSE SCHEDULESZ/ (CONTINUED
Most favorable schedule Least favorable schedulgﬁ!
. Range of rates When fund balance is less Range of rates
State Fund must equal at least Min. Max. than . . . . . Min. Max.713/
(L) (2) (3} (4) (5} (6) (7)
Ferr — ——
Mont.6/ Over $26 million 0.5 3. 12, $18 million Not 3 liﬁf
specified
Nebr . %/ h .. . ) .. .7
Nev,. Not specified 0.6 2.7 max. annual bens. payable 2.7 2.722/
N.H.&/ $50 million 0.075] 4.0 522 million 1. 4.3
N.J.28/ |} 12.5% of payrolls 0.4 4.3 2.5% of payrolls 1.2 6.2
N.Mex. 4% of payreolls 0.1 3.0 2% of payrolls 2.7_ 3.6
N.Y.g/ 10%:0f payrolls 0.3 3.0 Less than 5% of payrolls and 4.32/ 5.2§/
legs than $12 million in
general atcount. =
N.C. 9.5% of payrolls 0.1 4.7 2.5% of payrolls ! 0.9 4.7 =
N.Dak. 9% of payrolls 0.3 4.2 3% of payrolls e 2.7 4.22§/‘§§
ohiod 30% above min. safe level o 3.6 60% below min. safe level ° 0.6 4.3 —
Okla.g/ More than 3.5 x bens. 0.2 2.7 2 x average amount of bens. 2.7 2.7 o
paid in last 5 yrs. =
Oreg.ll/ 195% of fund adequacy 0.8 2.7 Fund adequacy percentage 2.0 3.2
percentage ratio ratio less than 100%
Pa.5/ 7) 0.3 Not 7 Not 4,08
specified specified
R.I.2/ 9% of payrolls 1.0 2.8 4% of payrolls 2.2 4.0
s.C. 3.5% of payrolls 0.25 4.1 2.5% of payrolls 1.3 4.1
S.Dak. More than $11 millien 0 2.7 $5 million 4.1 4,1
Tenn. $250 million 0.3 4.01%/ $165 million 0.75 4 ng/
Tex. Over $305 milliond/ 0.1 4.0 $225 million 0.1 ()
Utah 6% of payrclls 0.7 2.7 1.4% of payrolls 2.7 2.7
thégf' 2.6 x highest ben. costrate | 0.1 2.7 Highest ben. cost rate 1.0, 5.0
va.2/3/ 6.25% of payrolls 0.05 2.7 4% of payrolls Not 2.7
specified
wash .10/ e e e e e e e e e e e, Not specified 3.5% of payrolls 3.0 3.0
W.va, 6 $110 million 0 3.3 $60 million . 3.3
wis._f/ B 4.4 4,411/
Wyo._/ More than 5% of payrolls 0 Not 3.5% of payrolls 2.7 2.713
specified

(Footnotes on next page)
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(Footnotes for Table 205.)

l/ﬁxcludes P.R. which has no experience-rating provision. See also Table 206,

g/Payroll used is that for last yr. except as indicated: last 3 yrs, Conn.; average 3 yrs, Va.; last
yr. or 3-yr. average, whichever ig lesser, R.I. or greater, N.Y. Benefits used are last 5-yr. average, COkla.

§/bne, Ala., to five, Ill, rate schedules but many schedules of different requirements for specified
rates applicable with different State experience factors. 1In Miss., variations in rates based on general
experience rate and excess payments adjustment rate, If the former 1s less than 0.5%, the latter 1s not
added. In Va., an indefinite number of schedules; when fund falls below 4% of taxable payrolls, rates
increased by 1/4 of difference between fund balance and 5% of taxable payrolls rounded to nearest 0.1%,

g/ﬁo requirements for fund balance in law; rates set by agency 1n accordance with authorization in law.

5/Fund requirement 18 1 or 2 of 3 adjustment factors used to determine rates. Such a factor 1is either
added or deducted from an ER's benefit ratio, Fla. In Pa.,reduced rates are suspended for ERs whose ~
reserve account balance ig zero or less. Rate shown includes the maximum contribution (a uniform rate
added to ER's own rate) paid by all ERs; in Del., 0.1 to 1.5% according te a formula based on highest annual
cost in last 15 yrs.; in N.Y., and Pa., 0.1 to 1.0%. |

E/Suspensian of reduced rates is effective until next Jan. 1 on which fund equals $65 million, W.Va.;
at any time, if agency decides that emergency exists, N.H. In Mont,, reduced rates are suspended when
fund falls below $18 million for 2 yrs, and remains suspended until fund returns to $26 million.

~/Rate schedule applicable depends upon fund solvency factor. A 1.0 factor is required for any
rate reduction and a 1.8 factor required for mest favorable rate schedule, Ky. No rate schedules; ERs
are grouped according to their yrs. of experience, and rates for each group are the aggregate of a
funding factor, an experience factor and a State adjustment factor, Pa.

éyhinimum normal amount in Ala. is 1-1/2 x the product of the payrolls of any 1 of the most ‘recent 3 yrs.
and the highest benefits payroll ratio for any 1 of the 10 most recent F¥s. Reserve multiple is the
ratio of the reserve rate to the highest benefit cost rate, Alaska. Adequate reserve fund defined as
1.5 x highest benefit cost rate during past 10 yre.multiplied by total taxable remuneration paid by ERs
in same yr., Hawaii., Minimum gafe level defined as 2 x the highest amount of benefits paid in any consec.
12-month period preceding the computation date, Ohio. Highest benefit cost rate determined by dividing
the highest amount of benefits paid during any consec. 12-month peried in the past 5 yrs.by total
wages during the 4 CQs ending within that period, Vt.

% ror every $7 million by which the fund falls below $450 million, State experience factor increased
1%; for every $7 million by which the fund exceeds $450 million, State experience factor reduced by 1%,
Ill. Each ER's rate is reduced by 0.1% for each $5 million by which the fund exceeds $300 milliocn and
increased by 0.1% for each $5 million under $225 million. Max. rate could be increased to 8.5% if
fund 1s exhausted. The amount necessary in fund for most favorable schedule will be increased by
$5 million each yr.until it reaches $325 million in 1976, Tex.

(Footnotes continued on next page)
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(Footuotes for Table 205 countinued)

10/Rates are reduced by distribution of surplus. When ratio of fund balance to total remuneration is
at least 4.1, 4.8, and 5.2%, max. percentage of total remuneration deemed surplus is 0.40, 0.55
and 0.70Z respectively. No surplus exists if fund balance does not exceed 4% of total remuneration.

11/pates shown do mot include: additionsl tax of 0.1% payable by every ER to defray the cost of
extended benefite mor the 0.1Z% stabilization tax payable by every ER when the fund falls below a
specified percentage of payrolls, Ark.; additional solvency contribution of from 0.1% to 1.0X% applicable
when the reserve percentage in the solvency account is less than 0.5Z, Mass.; additional emergency
contribution of 0.1% to (.67 when fund balance ias less than $50 million, Mich.; additional tax of 0,1%
and an unspecified amount of the ER's regular taxes, Oreg.; a solvency contribution for the fund's
balancing account which is based on the adequacy level of such account; however, 1f the reserve
percentage is zero or more, the solvency contribution is diverted from the regular contribution, Wis.

J—Z/Subject to adjustment in any given yr. when yield estimated on computation date exceeds or is less
than the estimated yield from the rates without adjustment, Ariz., Rates so fixed that they yield 1.5%
of total payrolls except that when the fund goes below $18 million they are fixed to yileld 2% of
payrolls, Mont.

13/ Max. possible rate same as that shown except in Md., where delinquent KRk pay 4.2%;Nev., wiere -
nonrated ERS pay 3.0%; N.Dak., where new ER§ electing coverage pay 7.0%; and Ariz., Fla. aﬁa_i_iy_. where
addﬁ}onal tax of an unspecified amount may be required.

No ER's rate shall be more than 3.0% if for each of 3 immedistely preceding yrs. his contributions
ex.cf ed chaxges.
Rates shown do not include additional temporary rate increase of 0.1% for FY 1974.
18/ Or 3% of payrolls, if greater.

17/Effective 1976, 3.3%; 1977, 3.6%; 1978, 3.9%.
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TAXATION

TaLE 206,—FUND REQUIREMENTS FOR ANY REDUCTION FROM STANDARD
RATE, 23 STATESY/

Multiple of benefits paid Percent of .payrolls
State Millions of (2 states) {13 States)
dollars : -
(7 States) Multiple Years Percent Years
(1) (2) (3) {4) (5) (6)
Miz. a . L] L] L] 1] .. [] - L) » 1] L) L] L] 3 I‘aSt 1
COIOO 25 L] . L] L] . . . ] 1\ . ] L] . . . . .
D.C. T R R Y LI R T Y . v 8 e 2-4 Last 1
Hawaii 13 D s e s s « v e s e e
Idaho e e e e e e “r e 2.75 Last 1
Ind. 75 I ) . v e o a N . . « e
Towas/ v s e 4 e 1 Last 1 v e e s
Ky. L ] R R ) [ T Y (2) (2)
Maine/ 20
Md‘ LI IR T S ) [ T ) + & 4 2 Last 1
Mass. 2.5 Last 1
MiSS. [ T T S ) L T ) LI T Y 4 LaSt 1
Mont.Z/ . 18 “ e e e e e e e . s
N.H'y [ [ 3 [] [ - - L[] * + L] 1 L] L] * . L] + * - L) L] . .
N.J. s s e e e B . e s 2.5 Last 1
N.Mex. C e e e s « e e "o 2 Last 1
Ckla. e e e e 2 Average e e PR
of last 5.
Oreg.g/ R T T Y « 4 s 8 e « 4w (2) (2)
S.Dak. 5 N N “ e e s P
Utah P e e s e e O, 1.4 Last 1
Wash. v b e e « e e “ e e 4.0 Last 1
W-Va-'-:l'/ 60 1] L] L) L) . . L] . . L] L] a . . L] L] L]
Wyo. o s 4 e s s e oo « e e 3.5 Last 1

'l/Suspension of reduced rates 1s effective until pext Jan. 1 on which fund equals
$65 million, W.Va. ; at any time, if agency decides that emergency exists Maine
and N.H. In Mont, reduced rates are suspended when fund falls below $18 million
for 2 yrs, and standard rate remains in effect until fund returns to $26 milliom.

ijate schedule applicable depends upon "fund solvency factor." 4 1.0 factor
required for any rate reduction, Ky.. Reduced rates suspended if fund adequacy
percentage ratio is less than 100 percent, Qreg.

E/Nc:n ER'

8 rate may be less than 1.87% unless the fund balance is at least
twice the amount of benefits paid in last year.
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TAXATION

TapLe 207,~-Bonp or Depos1T RequIRED OF EMPLOYERS ELECTING REIMBURSEMENT,28 STATES

I Provision is amount )

Optional Percent of ‘ Percent of Other
(21 States) total ! taxable 1 (7
payrolls f payrolls—/ States)
(6 States) ! (15 States} L4

- (D) (2} {3} (4) (5) (6)

Mandatory
State {7 states)

e

Ala. X (2}
Alaska - e e . X c e e e e (3)

= e = .

L L n s .

Calif. v e e s s .
Colo. x?/ (:d)
Conn. e e e e X= S T (¢) e e m e
Del. c e e e s e e e s f e e ... . .
D.C. e e e . X O 0.25 s e s
Fla. s e e a A e e . .
Ga. X5/ 2.7
Hawaii X e e e e 0.2 e e e e e -

Idaho e e e X e e e . e e e e (

Towa v s e X Ve e e 2.7 . e s

( Ky. x?/ 2.0
La. e e s e " e e e . e e . . . .
Maine e v e e X . .

Md. X “ e e e e e e . 2.7 ..

Mass. « e a e . X « e e e e e e s %)

Mich. e e e . e e e s e e e s e 4 e e e . e e
Minn. e e 4 s s e e . e s e e i e e e s [,
Miss. e e s X s e e e 2.7 « e e
Mo, e - 4 e “ e e s = v e e . e s s e e roe s s

Mont. e e e e . e e e e e e e e . e s e e e . e e
Nebr. “ e e e e . PN s e e e e . - e e . !
Nev. T e e e A e e e s “ s 4 s a P I
N.H. " e e e e e e f e e s . v s e e « e e
N.J. C e s e s X C e e e 1.0 .« e e
N.Mex. . e s e dal - e e e e e s ox s

N.Y. 4 e e = PR R v e e s « e« e e e 4 e @
N.C. e e e . . e e e e e e e e e e e . e e
N.Dak. « s % = s P T = s s & . « ¢ e s s+ = . s e s

ohio X 3.02/
okla. « e 4 = . « + 2 e » LI T e e .
oreg. X 9)
Pa' x . » e s = 1.0 L N O Y

P.R.- “ a e e v e s e e e voe oy e e e

R.I. s e s e e e s T soe e s e N

s.C. c e e (‘1) (4) i...... “ e a .

. - . (Tab'le continued on next page)

2-39 (September 1974)




TAXATION

TasLe 207.--Bonp or DeposiT REQUIRED OF EMPLOYERS
ELecTING REIMBURSEMENT, 28 STATES (CoNTINUED)

Provision is Amount
Mandatory Optional Percent of Percent of
State (7 States) {21 States)} total taxable Othexr
' payrolls payrolls—/ {7
{6 States) {15 States) States)
L (2) (3) (4) (5) (6)
5.Dak. X {2}
Tenn. s e e [ . . e e . v e e e e s [
Tex. X {6)
Utah X (2}
vt. e e e e f e e e s [ T e v e e s PR
Va.g/ X (2)
Wash. X <)
W.Va. s e e e . - e s e . P . e .
wis. X 4,08/
Wyo. e e e e X e e e et e e e e . 5
1
—/First $4,200 of each worker's annual wages.
2/

= Amount determined by director or administrator: not to exceed 2.7Z, Ala. and
Conm., 1.0%, Utah; on basis of potential benefit cost, Idaho; greater of 3 x amount of
regular and 1/2 extended benefits paid, based on service within past yr. or sum of such
payments during past 3 yrs. but not to exceed 3.6% nor less than 0.1%, Colo.; not
more than $500,000, Ohio. Sufficient to cover benefit costs but not more than the
amount organization would pay if it were liable for contributions, Wash.; determined
by commission based on total wages for preceding yr., Va.; for the preceding yr. or
anticipated payroll for current yr., whichever is greater, Wis.; max. effective tax
rate x organizations taxable payroll, S.Dak.

3/

~ Specifies that amount shall be determined by regulation, Alaska, Calif., and Wyo.;
no amount specified in law, Mass. and N.Mex.

4/

= If administrator deems necessary because of financial conditions, Comn.; only for
nonprofit organizations whose elections have been terminated for delinquent payments,
N.Mex.; commission may adopt regulations requiring bond from nomprofit organizations
which do not possess real property and improvements valued in excess of $2 million;
regulation requires bond or deposit of minimum of $2,000 for ERs with annual wages of
550,000 or less, for annual wages exceeding $50,000, an additional $1,000 bond
required for each $56G,000 or portien thereof, S.C. |

&/

=~ Exempts nonprofit institutions of higher education from any requirement to make
a deposit.

8/

=~ By regulation; not less than 2.0% nor more than 5.0% of taxable wages, Maine;
higher of 5.0% of total anticipated wages for next 12 months or amount determined by
the commission, Tex.

Z-/Regulation states that bond or deposit shall be required only if, as computed,
it is $100 or more, Colo.; bond or deposit required as condition of election unless .
commissioner determines that the employing unit or a guarantor possesses equity in
real or personal property equal to at least double the amount of bond or deposit
required, Ky.

(Footnotes continued on next page)
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TAXATION

{(Footnotes for Table 207 continued)

§/Amount for payrolls under $100,000 is 2.0%; $100,000-$499,999, 1,5%;

$500,000-5999,999, 1.0%; $1 million and over, 0.5%, but not more than the max.
contribution chat would be payable.

8/

~ Provision incperative.
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